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Figure R: The Five Forces of Diversity ROI
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Five Forces of Diversity ROI3

The five forces of diversity ROI work together to impact the business in terms of cost savings, 
productivity gains, revenue growth, and capital investment gains through the identification 
of Diversity Blindspots, a missed business opportunity linked to diverse employees, suppliers, 
communities, marketing, business development, or capital investment. These Blindspots can 
be uncovered using a diversity ROI audit, a process and methodology used to identify Diversity 
Blindspots within company business units. The basis of the audit is the Diversity Value Chain 
(Figure R), a strategic framework that lays out the main areas of diversity and the business metrics 
that impact them. Diversity Profit Training can be used to upgrade the skills of business unit 

Source: Virtcom Consulting

3  Virtcom Consulting

Board Diversification and Shareowner Value

Phase 4:  Diversity ROI Implementation

The glaring mistake of declaring a business case for diversity and proving the existence of Diversity 
ROI was the lack of clear, proven implementation steps and tools. In 2002, Virtcom Consulting 
launched a revolutionary project within the Commercial Card business unit of Visa USA, a project 
that paved the way to formulate a clear, proven set of implementation tools. Virtcom established 
“The Five Forces of Diversity ROI,” an innovative approach which could be applied on a global 
scale to any industry, business model or publicly traded or private enterprise.
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managers tasked with realizing Diversity Blindspots. Finally, the diversity ROI scorecard is a set of 
metrics that evaluate the impact of identifying, realizing and implementing a Diversity  
Blindspots project.

When these five forces are leveraged in tandem, Fortune 500 companies can prove that diversity 
initiatives not only drive hard dollar value, but in most instances drive such dramatically high 
levels of impact to be described as “Diversity Profit Center.” But it is also important to note that no 
Diversity ROI model has been proven to work without the foundation of an established diversity 
initiative and infrastructure. An established diversity infrastructure typically contains:

1. DIVERSITY EXECUTIVE:   A designated corporate executive at the VP level or above, responsible for 
building, managing and maintaining the corporate diversity initiatives. In some cases, the highest ranking 
diversity official is called a Chief Diversity Officer (CDO).

2. DIVERSITY BUSINESS PLAN:   The existence of a corporate diversity business plan that lays out the 
strategy for implementing and embedding a diversity initiative. The plan usually contains elements such 
as diversity talent recruitment, cultural sensitivity and awareness training, establishment of a corporate 
diversity council, development of employee networking groups, strategic alliances with key diverse community 
stakeholders, supplier diversity, multicultural markets/consumers acquisition and management of legislative and 
compliance issues.

3. DIVERSITY RESOURCES:   Resources to support the implementation of the diversity initiative include 
junior executives, external consultants and designated budgetary funding.

Consequently, those companies that currently house a corporate diversity initiative may have an 
untapped source of shareowner and ROI value, which can offer a unique competitive advantage to 
those companies with diversity infrastructure.  As a shareowner, it is now appropriate to ask the 
Board or CEO if the company has a diversity infrastructure and if so, does it have a Diversity  
ROI overlay.

Board Diversification Strategy

FIGURE S: Virtcom Consulting Diversity Value Chain

The Virtcom Consulting Diversity Value Chain™ is a framework that provides a classification of corporate diversity 
business activities within six major categories, classified as either workplace or marketplace focused. Each of those 
categories is linked to basic profitability metrics: cost savings, productivity gains, revenue growth, or capital gains.
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Workplace Inclusion: IBM

Diversity Blindspot: Acquisition of women and minority small business customers      

                          

Diversity ROI Model: Partner Women & Ethnic Minority Employee Networking Groups (employee support 
groups for IBM employees of similar backgrounds or interests) with IBM’s Market 
Development unit. The partnership focused on 13,000 potential women/ethnic minority 
customers with $20M or more in revenues.

          

Pre-Blindspot Identification: 1998 Sales of approximately $10M

Post-Blindspot Identification: 2003 Sales of over $300M4

Diversity Return on Investment Case Studies

FIGURE T: IBM Marketing Development Unit Sales, 1998 vs. 2003

4  “Diversity as Strategy,” Harvard Business Review, September 2004
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Supplier Diversity: Johnson Controls

Diversity Blindspot: Acquisition of large scale auto industry subcontracts designated for women and minority 
owned businesses 

Diversity ROI Model: Formed a series of joint ventures (51% owned by MBE, 49% owned by Johnson Controls), 
to acquire large scale auto industry subcontracts designated for women and minority 
owned businesses.

Pre-Blindspot Identification: No joint venture program in place prior to 2003 

Post-Blindspot Identification: By 2007, nearly $6B of incremental sales across joint venture companies5

5  Diversity Best Practices CEO Roundtable, Washington DC, 2007 
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FIGURE U:  Johnson Controls Incremental Sales Across Joint Venture Companies, 2002 vs. 2007
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Community/Regulatory: Visa

Diversity Blindspot: The acquisition of diverse small business merchants to accept Visa Federal Government 
Procurement Cards 

Diversity ROI Model: Federal acquisition regulation requires that 23% of US Government procurement is 
allocated with diverse businesses (women, minority, hubzone, disabled, veterans).  
Leveraged regulation to partner with NASA and the Department of Commerce to signup 
diverse merchants to accept credit cards for large procurements ($5k and above). This 
ensured government compliance and facilitated Visa transaction revenue growth.

          

Pre-Blindspot Identification: No program in place prior to 2004

Post-Blindspot Identification: By 2006, nearly $79M in incremental sales6

6  MED Week Conference, Washington DC, 2006
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7  “The New Diversity,” The Wall Street Journal, November 14, 2005

Diversity Marketing: PepsiCo

Diversity Blindspot: The development of new products and targeted marketing focused on  
diverse consumers

Diversity ROI Model: Established and leveraged an external Diversity Advisory Council comprised of business 
leaders. Product R&D and marketing groups partnered with Diversity Advisory Council 
for new marketing initiatives and products targeted at Hispanic and other ethnic  
minority markets.

          

Pre-Blindspot Identification: Data not available

Post-Blindspot Identification: By 2004, one of the eight percentage points of the company’s incremental sales growth was 
attributed to diversity advisory council efforts7
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FIGURE W:  1 out of 8  Percentage Points of PepsiCo’s Incremental Sales Growth Attributed to Diversity
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Business Development: Adecco

Diversity Blindspot: The acquisition of large enterprise customers with embedded diversity programs (Fortune 
1000, middle markets and government customers)

     

Diversity ROI Model: Adecco’s Office of Diversity reviews all large enterprise sales prospects to determine if 
there is an embedded diversity program, or set of diversity principles embedded in the 
potential customer. The Office of Diversity taps into the relationship with the prospect’s 
Office of Diversity to build awareness around Adecco’s diversity organizational alignment. 
The Office of Diversity is integrated into the end-to-end RFP sales process and serves as 
a key component to win the RFP deal. Top sales leaders are trained on the appropriate 
diversity communications to target diversity aligned prospects.   

Pre-Blindspot Identification: No diversity RFP sales program in place prior to 2007

Post-Blindspot Identification: By end of 2007, nearly $31M of incremental sales8

8 WDLS Global Thought Leaders Conference, The Walt Disney Company, 2008
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9 Aetna Diversity Council meeting, 2006

Diversity Investment: Aetna

Diversity Blindspot: The investment of company funds into minority owned business ventures through minority 
business focused venture and private equity capital funds

             

Diversity ROI Model: Allocate $100M to invest in minority private equity and venture capital funds

          

Pre-Blindspot Identification: No investment program in place prior to 2006

Post-Blindspot Identification: Forecast returns that are comparable or better than national averages based on a Kauffman 
Foundation study showing that these funds meet or beat industry IRR9
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FIGURE Y:  Aetna Weighted IRR Forecasted Returns Based on Kauffman Foundation Study
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There are a broad range of best practices that can help to diversify boards related to visible board 
diversification. The activities have been consolidated into three major best practices areas: diverse member 
identification, candidate slate development and effective board member utilization. These approaches will 
serve as an effective board diversification strategy framework.

Diverse Board Member Identification10

It is critical to have processes in place to be able to identify diverse candidates, ranging from leveraging 
current relationships to developing new ones.

1. Leverage relationships with diverse suppliers and other businesses that are familiar with the company to find 
candidates with strong skills and industry knowledge.

2. Consider diverse candidates who are not yet CEOs, but are in other high leadership positions.

3. Identify diverse candidates in non-profit groups who have the same skills as corporate leaders, yet work under 
the radar.

4. Develop relationships with colleges and universities that serve historically underrepresented populations for 
developed talent on both the faculty and administration level. It may also be possible to gain access to the 
alumni network.

Diverse Candidate Slate11

Another critical aspect of board diversity is having processes in place to diversify the candidate slate; this 
includes everything from the actual process of nominating to a board member messaging the company’s 
reputation for diversity.

1. If not already in existence, create a nominating committee, preferably comprised of diverse members if possible, 
to analyze future board needs and develop a diverse slate of qualified candidates before a new position opens.

2. Enlist executive search firms to help build a diverse candidate slate.

3. Develop and publicize a reputation of diversity and inclusion to attract best-in-class diverse talent on the  
board level. 

4. Publicly announce all new diverse board members to demonstrate the board’s talent  
and diversity achievements. 

IV. Best Practices for Corporate Board Diversification

10  “3 Best Sources for Finding Diverse Board Members,” Diversity, Inc, April 2007and Virtcom Consulting
11 Virtcom Consulting

Best Practices for Corporate Board Diversification
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Board Member Utilization12

Once a new diverse board member has been selected, it is important to have an on-boarding process that will 
support the new member. It is equally as important to develop an inclusive meeting environment.

1. Chair of the board should foster a courteous and welcoming culture and also encourage respectful challenging 
of ideas and innovative thinking. 

2. The board should encourage new members to present their ideas in order to get to know the new  
member better.

3. Existing board members should provide coaching to new comers both before and after the first board meeting. 
This could include coaching around responsibilities, company challenges, culture, or post-meeting debriefs.

4. Team building exercises should be employed to encourage stronger group interaction.

12  “The Female FTSE Report 2007,” International Centre for Women Leaders, Cranfield School of Management, 2007 and  
 Virtcom Consulting

Board Diversification Strategy
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V. Leveraging Diversity for Impact

Corporate Boards must focus on core strategies that can utilize diversity initiatives for bottom-
line and organizational performance impact. This whitepaper proposes three different models 
to effectively leverage diversity: board diversity, a diversity committee focused on diversity ROI 
(Return on Investment), and an external diversity committee focused on Diversity ROI. These 
models either individually or in tandem can drive new levels of value for corporations and their 
boards.

Three Models to Leverage Diversity for Impact

Model 1: Board Diversity 

Board Diversity is critical to any diversity program by demonstrating that the firm is committed to 
its diverse customers and employees and that all minority groups are valued by the organization. It 
helps in the recruitment of best-in-class talent which leads to greater diversity of people and ideas 
across the workforce.
 
Model 2: Diversity Committee focused on Diversity ROI

While it may take time to build a diverse and representative board, a board diversity committee 
can be formed immediately to demonstrate a firm’s commitment to diversity. A board-level 
independent diversity committee or adding a diversity function to an existing committee can 
help to initiate a workforce diversity strategy and find diversity profit opportunities across the 
organization.

Model 3: External Diversity Committee focused on Diversity ROI

An external diversity committee is similar to a board diversity committee, except that it is 
comprised of people that are entirely external to the firm.

Leveraging Diversity for Impact
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While a number of leading publicly traded companies have implemented diversity best practices, 
there are considerable opportunities for thousands of publicly traded to implement an effective 
corporate diversity program that can support bottom-line objectives. The most immediate and 
cost-effective strategy is to attempt to build a diverse corporate board, characterized by both 
visible diversity characteristics and diversity skills sets. Beyond this board focus, publicly traded 
companies may also launch a corporate diversity initiative with a diversity executive and a diversity 
business plan. The best in class publicly traded organizations ensure that a core principle of their 
diversity strategy includes a diversity ROI focus.

Tier 1: Building a Diverse Board

A diverse board is the most important aspect of corporate diversity. It shows the organization’s 
commitment and sets an example for the rest of the organization.

1. Forecast future board openings year by year over a five year period. Also make sure that an entire skills audit has 
been performed and include the skill gaps in the new candidate specifications.

2. Task the nominating committee with the provision of a diverse candidate slate to address board openings, 
possibly in conjunction with an external search firm.

3. Identify diverse candidates early, well before actual openings.

4. Create a board culture of inclusion before diverse members join.

5. Have an engagement plan for new members to support relationship building, and to provide opportunities to 
leverage skills.

Research Organizations Implementation Organizations

Executive Leadership Council Diversified Search Ray & Berndtson
www.elcinfo.com www.diversifiedsearch.com

HACR Spencer Stuart
www.hacr.org www.spencerstuart.com

Catalyst Heidrick & Struggles
www.catalyst.org www.heidrick.com

The McKinsey Quarterly Board Recruiting (NASDAQ OMX)
www.mckinseyquarterly.com www.boardrecruiting.com

Kellogg Center for Executive Women
www.kellogg.northwestern.edu/research/cew

Board Diversification Strategy

VI. Implementing Diversity Best Practices
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Tier 2: Building a Sustainable Diversity Infrastructure

Beyond board diversity, building a sustainable diversity infrastructure is critical because it is 
the basis by which diversity will spread throughout the rest of the organization. The primary 
components include an executive, a business plan, and resources like a budget, staff, and external 
consultants.

1. Appoint a diversity executive with Vice President or above status; he or she should report into the C-Suite.

2. As suggested by a recent New York Times study, the infrastructure should have a budget  
of $500-750k.13

3. Establish an Executive Diversity Council comprised of C-Suite and business unit leaders to meet quarterly to 
oversee diversity initiatives.

4. Develop a diversity business plan to address major areas such as workforce diversity, training, affinity groups, 
supplier diversity, and diversity policy.

5. The diversity business plan must include a diversity shareowner value strategy including an analysis of missed 
diversity business opportunities.

6. Perform a diversity ROI audit of business units within the company.

Research Organizations Implementation Organizations

Black Enterprise Magazine Future Work Institute
www.blackenterprise.com www.futureworkinstitute.com

Diversity, Inc. Magazine Global Lead
www.diversityinc.com www.globallead.com

Diversity-Executive Magazine Kaleidoscope Group
www.diversity-executive.com www.webkg.com

The New York Times Novations
www.nytjobmarketonline.com/diversityandinclusion www.novations.com

Virtcom Consulting
www.virtcomconsulting.com

Leveraging Diversity for Impact
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13  “Looking Around the Corner: The View from the Front Line,” The New York Times, 2007

Board Diversification Strategy

Research Organizations Implementation Organizations

Hubbard & Hubbard Virtcom Consulting
www.hubbardnhubbardinc.com www.virtcomconsulting.com

The Spartacus Group
www.thespartacusgroup.com

Medici Group
www.themedicieffect.com

Tier 3: Implementing a Diversity ROI Initiative

The diversity ROI initiative builds on the value of the diverse board and infrastructure to prove the 
full business impact of diversity.

1.  Analyze target business units for areas where there may be missed diversity business opportunities.

2.  Identify top opportunities that drive diversity Blindspots and quantify business value.

3.  Integrate into current business strategy and product implementation.

4. Fill educational voids in senior managers and sales force through diversity profit generation training.

5.  Monitor diversity ROI profits and shareowner value using current metrics systems and scorecard.
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About Virtcom Consulting

Virtcom Consulting (www.virtcomconsulting.com) is one of the world’s leading global diversity 
management consultancies based in New York City, with office presence in London, UK. The 
firm’s global client roster includes blue chip multinationals focused on driving diversity initiatives 
on a local, regional and global scale. Virtcom offers value based services within three business lines:  
strategy solutions (Global, ROI, Infrastructure, Employee Engagement and Connectivity), training 
and e-learning, and thought leadership (research reports and leadership development events).

Virtcom Consulting has developed a range of innovative and groundbreaking tools including 
the Diversity ROI Scorecard, the Diversity Value Chain and Diversity Profit Training. Virtcom 
also founded the World Diversity Leadership Summit, one of the leading conferences of Global 
1000 business leaders, government officials and community leaders to address global diversity 
management practices.  In 2007 and 2008, the Summit was held at the United Nations and 
featured an international CEO Roundtable with the heads of Major League Baseball, HSBC, 
Procter & Gamble, Aviva UK, MGM Mirage, and Adecco.

For more information, please contact:

John Phillips
Virtcom Consulting
212-239-5487
jphillips@virtcomconsulting.com

VII. About Virtcom Consulting
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